Although retailers invest millions of dollars in redesigning, refreshing, and remodeling their stores, it is unclear that such large investments are worthwhile. Prior research has indicated that remodeling has only a short-term effect. However, a previously unexplored area is its effect on those who visit the store for the first time after it is remodeled (new customers) versus those who had visited before the remodeling (existing customers). This study contrasts the effect of store remodeling on new and existing customers in two field experiments with stores that underwent a major remodeling. Treatment and control stores are used in both experiments. The authors measure sales before and after the remodeling for new and existing customers; in one store, they also measure customers' psychological responses. In both cases, sales increased after the remodeling effort. However, sales for new customers are significantly higher than sales for existing customers after the remodel, and this difference persists for a year. Higher sales to new customers are primarily due to more new customers being drawn to the remodeled store, their higher spend per visit, and their subsequent increased visit frequency.
S
hopping is an everyday element in most people's lives. Because the in-store experience continues to have high relevance, retailers must keep their servicescapes modern, fresh, and in line with competitors'. The look, feel, and mood of a firm's retail or service environment are unique and crafted purposefully to contribute to the "persona" of the brand and, ultimately, its profitability. Retailers spend millions of dollars annually to create and/ or remodel their store environment to influence customer perceptions and choice (Bitner 1992; Harris and Ezeh 2007) . In purchase decisions, the place where the product is bought or consumed is often more influential than the product itself (Hightower, Brady, and Baker 2002) . Thus, Apple has created not just a retail store but a "place that customers will love" and "a place for people to be" (Slivka 2010, p. 1) ; Starbucks is designed as an urban hub or "a third place for people after home and work," where the "art of retailing goes beyond the product itself" (Corporate Design Foundation 2010) .
Store remodeling efforts are often viewed as necessary periodic expenses, disrupting business operations and annoying customers (Avis 2013) . More accurately, though, store remodeling should be regarded as a marketing investment, designed to retain and attract customers, similar to mainstream advertising. As they do for various marketing investments, managers aim to determine whether remodeling is financially worthwhile. According to Weitzel (2010) , "the average total store remodel today costs $3.5 million for decor, equipment, fixtures and labor. Add in lost sales during the remodel period and the loss from markdowns and remodels ends up costing approximately $3.7 million per store." For retail chains with hundreds of stores, the cumulative costs are substantial.
A shortcoming of prior store environment studies is that they tend to examine changes to discrete environmental factors such as the effect of music (Chebat, Chebat, and Filiatrault 1993; Yalch and Spangenberg 1993) , color (Babin, Hardesty, and Suter 2003; Bellizzi and Hite 1992) , crowding (Mattila and Wirtz 2008) , or shelf space (Cox 1970 ) on customer responses rather than the impact of an entire store remodel. Whereas early studies of store atmospherics have focused heavily on the effect of changes in the environment on unit sales (e.g., Cox 1964 Cox , 1970 Frank and Massey 1970) , more recent studies have tended to focus on attitudes and intentions (Dubé and Morin 2001; Morin, Dubé, and Chebat 2007; Wirtz, Mattila, and Tan 2007 ). An exception is Brüggen, Foubert, and Gremler (2011) , who examine psychological responses and sales after a large-scale store remodel and find that short-term cognitions and behavioral intentions improve, as does average customer spending. However, in the long run, these positive effects lose strength, making investments in store remodeling questionable.
Whereas Brüggen, Foubert, and Gremler (2011) consider the effects of remodeling on all customers, a hitherto
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unexplored area is the potentially distinct effects on those who visit the store for the first time after it is remodeled (new customers) versus those who previously visited the store before it was remodeled (existing customers). We expect that when new and existing customers are studied separately, they will exhibit different responses to store remodeling in the short and long run. No prior study has considered possible differences between new and existing customer perceptions of, and reactions to, store remodeling in the store environment or servicescape literature streams.
The notion that new and existing customers will have different psychological and behavioral responses to store remodeling is underpinned by anchoring and adjustment theory (Tversky and Kahneman 1974) and the belief-adjustment model (Hogarth and Einhorn 1992) . In line with these theories, we propose that customers update their beliefs through a process of anchoring and adjustment in which current perceptions act as an anchor that is then adjusted by the impact of new information or experiences (a servicescape remodel, in our case). Although the anchoring and adjustment process is likely to influence both novices and experts (Englich, Mussweiler, and Strack 2006; Northcraft and Neale 1987) , its influence is stronger on novices than experts (Kaustia, Alho, and Puttonen 2008; List 2003) . This finding implies that customer expertise may moderate the effect of anchoring on belief adjustment.
Against this background, the purpose of this study is to move beyond extant research by (1) contrasting the effects of store remodeling across new and existing customers, (2) testing the durability of these effects over time, and (3) looking for changes in customer profiles across new and existing customers after the remodel. In two field experiments, in stores that are undergoing major remodeling, we measure sales before and after the remodel among new and existing customers. In the store examined in the first study, we also measure customers' psychological responses. Both studies use treatment and control stores; therefore, we can compare the incremental differences between these stores for psychological responses in the first study and sales in the second study.
We find that sales increase after the remodel for both stores, and this increase persists for an entire year. However, in an even more striking result, we find that the sales increase is much more substantial for new compared with existing customers. In one of the stores, the sales increases in the year after the remodel were 43% for new and 7% for existing customers. In the other store we studied, the contrast was similar: 44% for new and 10% for existing customers. Even more impressive is that between 30% and 80% of the growth in sales revenue after remodel is attributable to new customers. We also find that new customers exhibited a 16% higher store visit rate after their first purchase in the remodeled store, whereas the visit rate for existing customers increased by only 2%. Finally, both retailers in our field studies recouped their remodeling costs within two to three years-much less than the average time between remodels of seven to ten years (Weitzel 2010) .
These findings indicate that firms can achieve substantial sales growth from remodeling their stores, primarily from new customers, while also expanding their customer base. Considering these outcomes, it seems worthwhile to invest in store remodeling. This recommendation has important managerial implications because conventional wisdom has tended to advise that retailers should invest in loyalty programs to retain customers, which, in the retail sector, are used to maintain or moderately increase sales. In contrast, investments in remodeling can generate much more sales growth from new customers and thereby can bring customer acquisition back to the forefront. Tversky and Kahneman (1974) propose that in assessing the likelihood of uncertain events, people rely on several judgment heuristics that reduce complex inferential tasks to relatively simple cognitive operations. One such heuristic, anchoring and adjustment, suggests that people make estimates by considering an initial estimate, or reference point, that they adjust upward or downward to arrive at a final decision (Tversky and Kahneman 1974) . However, the adjustments are often insufficient, leaving decisions biased in the direction of the initial anchor value (Cervone and Peake 1986) such that a lower anchor value will result in judgments being reduced and a higher anchor value will result in enhanced judgments (Cervone and Peake 1986; Chernev 2011) .
Hypothesis Development
Research has shown anchors to affect a broad range of judgments, including answers to knowledge questions, monetary evaluations, and social judgments (Chapman and Johnson 1999) . Anchoring has been demonstrated in probability judgments (Hogarth and Einhorn 1992) , value judgments (Johnson and Schkade 1989) , and behavior (Switzer and Sniezek 1991) . Moreover, studies have revealed that anchoring affects social judgments of the self and others (e.g., Cervone and Peake 1986) as well as predictions of future performance (Switzer and Sniezek 1991) . Importantly, the anchoring and adjustment process is a central theoretical aspect of explanations for belief updating (Hogarth and Einhorn 1992), which we discuss next.
Belief-Adjustment Model
The belief-adjustment model assumes that people conduct belief updating by a sequential anchoring and adjustment process in which the anchor, or current opinion, is adjusted by the impact of succeeding pieces of information (Hogarth and Einhorn 1992) . As new information unfolds over time, it is added to or averaged with previous information based on prior beliefs using anchoring and adjustment (Yu and Lagnado 2012) . The belief-adjustment model has previously been applied in marketing to customer repatronage intentions and service experiences (Bolton, Kannan, and Bramlett 2000) , equity judgments (Bolton and Lemon 1999), relationship value (Bhattacharya and Bolton 2000; Bolton 1998), and customer satisfaction (Vanhoof et al. 2005) .
Following Hogarth and Einhorn's (1992) belief-updating model, we suggest that customers update their beliefs through an anchoring and adjustment process in which their current perception acts as an anchor that is then adjusted by the impact of new experiences. Judgments are thus influenced by an initial impression, perspective, or value (Epley and Gilovich 2006) such that smaller initial values are likely to produce smaller subsequent values and larger initial values are likely to lead to larger subsequent values (Ariely, Loewenstein, and Prelec; Cervone and Peake 1986; Chernev 2011) . In essence, customers assess whether their perceptions are below, above, or equal to their anchor ( Vanhoof et al. 2005) . We thus propose that perceptions of a store's servicescape are updated through an anchoring and adjustment process whereby prior perceptions of the servicescape form an anchor that is adjusted in response to the remodeling effort. In essence, the remodeled store acts as a source of new information that customers then assimilate into future beliefs.
Novices and Experts
Customer knowledge comprises familiarity and expertise, which increase as the number of product-(or service-) related experiences increases (Alba and Hutchinson 1987) . We define new customers as first-time visitors to the retail store. Because these customers lack familiarity and experience with the retail environment, we consider them novices to this environment. Existing customers have more expertise because they have prior experience with the store environment. Thus, prior experience increases familiarity and expertise. Previous research has shown anchoring and adjustment processes to influence both novices and experts (e.g., Englich, Mussweiler, and Strack 2006; Mussweiler and Strack 2000; Northcraft and Neale 1987) . For example, in a legal domain, Englich and Mussweiler (2001) , find that experienced judges and inexperienced law students were both influenced by an anchor when estimating the length of a prison sentence. Similarly, Northcraft and Neale (1987) find that experienced real estate agents and undergraduate students were affected by anchoring when estimating house prices.
Although these studies show that anchoring occurs for both novices and experts, prior research has also provided evidence that experience attenuates the effect of anchoring such that novices are more likely to be influenced by anchoring than experts (Kaustia, Alho, and Puttonen 2008; List 2003) . A study of stock market return estimates, for example, shows the effect of anchoring to be several times greater for novices (students) than for experts (professional investors), suggesting that expertise mitigates anchoring effects (Kaustia, Alho, and Puttonen 2008) . Similarly, a study of expertise in betting on horse races indicates that bettors with greater expertise were less prone to anchoring effects (Johnson, Liu, and Schnytzer 2009). Finally, Mussweiler and Strack (2000) note that participants in their study exhibited reduced anchoring effects when they were given more information about what was being estimated compared with when they had less information.
These findings suggest that judgment is relative or comparative in nature (comparison back to the anchor), and this comparison is likely to be especially pronounced in situations in which judges have limited knowledge. Indeed, Smith, Windschitl, and Bruchmann (2013) show, across four studies, that knowledge moderates the effect of anchoring such that high-knowledge people are less influenced by anchors than their low-knowledge counterparts. Smith, Windschitl, and Bruchmann also suggest that anchoring effects might be small or nonexistent if the anchor point is moderate rather than extreme, thereby providing an explanation for prior nonsignificant expert/novice effects. If the anchor is more extreme, the difference between anchoring effects of high-knowledge and low-knowledge participants is likely to be more pronounced.
In line with Bitner (1992), we define a "servicescape" to be the physical and ambient surroundings of the service delivery environment, which is especially associated with the retail sector. Previously, we suggested that people update their perceptions of the servicescape through an anchoring and adjustment process, whereby prior perceptions of the servicescape form an anchor that is adjusted in response to the remodeling effort. We further posit that servicescape remodeling will influence the perceptions of both new (novice) and existing (expert) customers; however, this effect will be greater for new than for existing customers. Our rationale for conjecturing this difference is that existing customers have an anchor of prior perceptions on which to base their current opinion. During the anchoring and adjustment process, existing customers adjust their prior beliefs to accommodate new information presented by the remodeled environment; however, this adjustment is modest given the existence of a prior anchor. New customers, in contrast, do not have a preexisting anchor point, having not visited the retailer in the past. Consequently, they anchor on the positivity associated with the remodeled store. That is, their anchor point becomes the remodeled (and improved) store, and importantly, the positive reaction they have as a result of the remodel becomes associated with the store.
High-knowledge existing customers should be influenced less by anchoring (Smith, Windschitl, and Bruchmann 2013 ), but new customers should anchor heavily on the positivity of the remodeled store and thus form higher postremodel evaluations than existing customers. The postremodel adjustment existing customers make to their preremodel anchor is smaller than it would have been in the absence of a prior anchor point (as is the case for new customers who are anchoring for the first time on the remodeled store). Furthermore, Smith, Windschitl, and Bruchmann show that anchoring effects between high-and low-knowledge people are likely to be more pronounced when the anchor is more extreme. Given that the remodels undertaken in our two studies were major transformations of the retail environments, we expect noticeable differences between new and existing customers' response to the remodels. Therefore, we posit that the remodeled store will have a greater impact on the psychological responses of, and sales generated from, new rather than existing customers such that any increases will be greater for new than for existing customers. 
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The purpose of adjusting beliefs to new information is adaptation (Hogarth and Einhorn 1992) . As people gain more information and their perceptions become more firmly committed over time, they become less sensitive to new information (Hogarth and Einhorn 1992) . Prior knowledge heavily influences purchase decisions and can make new information less impactful. That is, the more experienced a customer is with a particular store environment, the less impactful changes to that environment will be on their purchase decisions over time. The initial effect of a remodel will become integrated into an existing customer's adaptation level as a result of repeated exposure to the new environment. That is, existing customers' short-term positive reaction to the novelty of the remodel will lose strength in the long run (Russell and Lanius 1984) . We therefore predict that, over time, adjustments in existing customers' response to the remodel will assimilate back toward prior levels, returning to a position near the preremodeling anchor point. In essence, existing customers are more experienced and are less likely to be influenced in the long run by changes made to the store environment, because such changes represent a relatively superficial quality cue.
When prior information or experience is absent, as is the case for new customers, we predict that people will be much more sensitive to the information to which they are presently exposed (Hogarth and Einhorn 1992) . Indeed, the information the servicescape conveys is greatest when people are unfamiliar with the store environment (Brüggen, Foubert, and Gremler 2011) . It is likely that new customers will be more responsive to the information conveyed through the remodeled servicescape than existing customers because the former lack a prior anchor point on which to base their evaluations. Moreover, novice consumers are more likely to rely on physical or descriptive attribute information than experts (Cowley and Mitchell 2005; Mitchell and Dacin 1996) , so the remodeled store environment is likely to have a greater effect on their responses. As a result of this process, the anchor point for new customers will be higher than for existing customers, and this perception will persist in the long run. Moreover, any adjustment new customers make is likely to be substantially less than that made by existing customers, who anchor on perceptions formed before the remodel. That is, the short-term effect of store remodeling will persist into the future for new customers because their anchor point will always be much higher than existing customers'. These effects will decrease in salience for existing customers over time, eventually returning to near the initial anchor point as they are repeatedly exposed to the remodeled environment. 
Study 1

Research Setting and Study Design
The setting for Study 1 is an equipment retailer and service provider in a worldwide industry worth $100 billion annually. The firm uses its "front-stage" servicescape to display equipment and reserves the "back stage" for storage, maintenance, and staff facilities. The retail premises are 5,060 square feet. According to the Energy Information Administration (1995), more than half of all retail and service buildings in the United States are less than 5,000 square feet, so this store is generally comparable to many other retail providers. This retailer has few competitors, all of which have very different store environments. As a result, customers who may have visited a competitor's store are still considered "novice" or inexperienced customers to our focal store. This study uses a pretest/posttest, between-subjects field experiment (quasi-experiment) with treatment and control groups. The group design is essential so we can examine differences between new and existing customers. We define new customers as those visiting the store for the first time (during each survey period), whereas existing customers have visited the store at least once before their current visit. The same customer cannot be considered "new" in both the pre-and postremodel time periods; after he or she has visited the retailer, this customer automatically becomes an existing customer. Thus, to address the research questions, we must use a between-subjects design.
This study also has several unique features. First, we collected the survey data at three points: T 1 (pretest), before the remodel; T 2 (posttest), immediately following the remodel; and T 3 , 12 months after the remodel. Second, we gathered objective retail sales performance data for 3 months before and approximately 12 months after the remodel for all customers. Thus, we use multiperiod survey data for a sample of 1,666 customers and aggregate timeseries sales performance data for all customers during that time period.
Original and Remodeled Store Environment
The servicescape before and after the remodel contains three primary areas: the original retail environment, the remodeled retail environment, and the back office, which was never visible to customers. Before the remodel, the area housing the remodeled environment had been empty and was not used for any specific purpose. The remodel involved moving the retail servicescape from its original position within the building to the remodeled position. Upon completion of the remodel, the original retail environment became a storage area, and the remodeled environment became the new retail store setting. To facilitate this experiment, the store kept both the original and the remodeled retail environments available; customers entered through different front doors to access the servicescape for the duration of the experiment, including both the original and remodeled settings (i.e., one environment was available in a given week, with the appropriate front door remaining open to allow customers to enter, and the other door was open in the other week). The original and remodeled environments have approximately the same floor area, each accounting for approximately one-quarter of the total retail space.
The original retail environment featured a basic office design, limited product display, and no customer seating. The relatively old, worn decor and furniture did not match. In addition to being unattractive and uninviting, the servicescape tended to look tired and unprofessional, with gray colors, ventilation issues, dark display areas, and unattractive lighting. In contrast, the remodeled environment had an upmarket professional design and a practical layout, with an eye-catching product display and seating areas for customers to wait or consult with staff. The modern furniture all matched; ornaments, plants, and displays were added to improve the overall appearance. Thus, the remodeled atmosphere was warm and inviting, and the servicescape became fresh and clean, with attractive lighting and a pleasant color scheme.
Experimental Procedure
The design of the firm's servicescape enabled us to conduct an experiment with a treatment and a control group within a single store environment. During the pretest period, all customers entered the original retail environment; in the posttest period, both the original and the remodeled environments remained in place, with the original environment acting as the control and the remodeled environment as the treatment condition. The setup of the retail store enabled us to conduct this experiment within one location, rather than using two different stores. As an obvious benefit, this method reduced the likelihood of confounds associated with different store performance, locations, servicescape, staff, pricing, product mixes, advertising and promotional offers, competitors, management, or customer demographics. That is, we effectively isolated the impact of the servicescape remodeling.
To recruit participants in the pretest period (T 1 ), we relied on employees who interacted with customers as they entered the original servicescape. Over a six-week period, all customers entering the original store environment received a questionnaire that they could complete in the store or return by mail. The remodeled environment was not visible, because it was being used as a general purpose storage area and was off limits to customers. The questionnaire asked customers if they had visited the store before ("yes/ no"). The completed questionnaires were put in envelopes and placed into a specially designated box at the store or returned using an addressed, postage-paid envelope. In total, 850 customers received surveys, and 761 completed surveys were available for the pretest (376 new and 385 existing customers), for a response rate of 90%.
After the pretest, the servicescape remodel commenced and took approximately one month, during which time the firm continued to trade as normal because the remodel occurred in a separate section of the building, not visible to customers. Sales were not adversely affected by the remodel. As we noted, the remodel changed both soft and hard furnishings, the spatial layout, merchandise displays, decor, lighting, and color schemes. To support the experiment, the original servicescape remained in place even after the new, remodeled servicescape was complete. Furthermore, the remodel did not alter the external appearance or entrance to the retail store.
In the six-week posttest (T 2 ) period, the business operated out of either the newly remodeled servicescape or the original, unchanged servicescape. To minimize disruptions to the business, the variation was weekly such that we randomly selected weeks to use the new or original servicescape. Each servicescape was available for a total of three randomly assigned weeks. The original retail environment served as the control, used in weeks 1, 4, and 5. The new environment, which represented the treatment condition, was in place for weeks 2, 3, and 6. The main door used to access each environment was opened to allow customers to enter on the given weeks. The employees again distributed the surveys as customers entered the retail store; the questionnaire again asked if they had visited the store before ("yes/no") as well as whether they had visited the store in the weeks since the remodel began. In total, 800 customers were solicited to participate during this six-week period, and the final sample included 693 completed surveys, for a response rate of 87%. There were 327 respondents in the treatment group (161 new and 166 existing customers) and 366 respondents in the control group (179 new and 187 existing customers).
Throughout the pre-and posttest periods, the retail firm actively held organizational elements such as marketing, advertising, pricing, staffing, systems, procedures, and the general running of the business constant to reduce the likelihood of confounds. The only change was the remodel. Study 1 also took place during a time of year that management considered unaffected by seasonal variations, public or school holidays, or other cyclical events. By using weekly data, we captured the full trading cycle for each servicescape and thus removed concerns about day-of-theweek or time-of-day effects.
Finally, the follow-up survey was administered 12 months after the remodel (T 3 ), using the same questionnaire. In total, 270 customers were approached to participate in the research over a two-week period. The final sample consisted of 212 completed surveys (110 new and 102 existing customers), for a response rate of 77%. Thus, we could consider a longer horizon over which to investigate the effect of time on new and existing customers' psychological responses.
Measures
The constructs for this study used scales from prior research and relied on seven-point scales, unless otherwise indicated (1 = "strongly disagree," and 7 = "strongly agree"). We have two main servicescape constructs, atmosphere and layout, and our scales are based on previous work by Bitner (1992) , Baker (1987) , and Brady and Cronin (2001) . The scale used to measure atmosphere has items addressing ambience, atmospheric conditions (e.g., noise), music, and lighting, while the layout construct is composed of items covering furniture, interior decorating, cleanliness, and
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Effect of Store Remodeling on Customers / 67 attractiveness. We adapted the overall physical environment quality and service quality scales from Brady and Cronin (2001) . We measured satisfaction with items derived from Oliver (1997) , and we adapted the behavioral intentions scale from Zeithaml, Berry, and Parasuraman (1996) . For store performance, we relied on aggregate weekly sales for the 12 weeks before the remodel and 50 weeks after it. The Appendix provides full details on the items for each scale.
To assess the psychometric properties of the scales, we used confirmatory factor analysis (c 2 = 1,355.17, d.f. = 193; comparative fit index = .95; incremental fit index = .95; normed fit index = .94; root mean square residual = .62; root mean square error of approximation = .09). As the Appendix shows, the scale items proved to be sound measures of their respective constructs. The average variance extracted (AVE) exceeded .50 for all constructs, parameter estimates exceeded .50 for all items, and construct reliability was greater than .70 for each construct, thus establishing construct reliability and convergent validity (Fornell and Larcker 1981) . Finally, discriminant validity was established for all construct pairs (Anderson and Gerbing 1988) . In addition to scale items, the Appendix lists Cronbach's alpha values, construct reliabilities (CRs), AVEs, and parameter estimates for each construct.
Results
We first undertake a manipulation check to ensure that consumer psychological responses are higher for customers in the remodeled store compared with the control store in the posttest period (T 2 ), regardless of whether customers are new or existing. Recall from our experimental design that T 2 is the only period in which we have both treatment and control conditions (T 1 has just the control condition, while T 3 has just the treatment condition). As a manipulation check, we simultaneously test for the influence of remodeling on all three servicescape constructs (atmosphere, layout, and physical environment quality) by undertaking a multivariate analysis of covariance with a two-level treatment factor (remodeled or old servicescape). 1 Here, Wilks' lambda = .960 (with corresponding F 3,667 = 9.21, p = .00), and the means of the constructs are all higher for the remodeled store, which confirms that the changes to the servicescape significantly improved customers' perceptions of the store environment. Next, we test whether the psychological response outcome variables (service quality, satisfaction, and behavioral intentions) differ between the remodeled and original stores. Here Wilks' lambda = .941 (with corresponding F 3,667 = 13.96, p = .00), and the means of the psychological responses are all higher for the remodeled store, which confirms that the changes to the servicescape significantly improved customers' perceptions of the psychological responses.
Differences in Psychological Responses for New and Existing Customers
Testing H 1 first requires a statistical test of the interaction between the new (i.e., new or existing customer) and treatment factors. Again, we test the moderating effect of new customers simultaneously for all three psychological responses by using multivariate analysis of covariance with factors new, treatment, and their interaction. Indeed, the new ¥ treatment interaction is significant (Wilks' lambda = .978, F 3,665 = 4.99, p = .00), which shows that customer status (new or existing) moderates the influence of store remodeling on psychological responses. We next turn to specific differences in responses for new and existing customers.
For existing customers, the construct means reported in Table 1 , Panel A, show that the perceptions of atmosphere through behavioral intentions all significantly increase after the remodel (Wilks' lambda = .947, F 6,536 = 5.02, p = .00). In addition, a corresponding increase for new customers (Wilks' lambda = .831, F 6,522 = 17.7, p = .00) indicates that both the three servicescape constructs and the three psychological response constructs increase for both new and existing customers. However, to fully test H 1 , we need to contrast new and existing customers across the remodeled and control stores for each construct. We do so by calculating difference-in-difference (DID) scores, which we report in the last column of Table 1 , Panel A. To illustrate, the DID for atmosphere is (6.37 -5.46) -(5.74 -5.28) = .45. A DID of 0 indicates no difference between new and existing customers across treatment and control conditions, while a DID greater than 0 shows that new customer evaluations are higher than those of existing customers.
We observe from Table 1 , Panel A, that the DIDs are all statistically significantly positive at the 1% level, except for behavioral intentions. Thus, the ratings increase for the servicescape elements (atmosphere and layout), and customers' overall perceptions of the physical environment quality were significantly greater among new customers than among existing ones. To capture customers' psychological responses, we measured their perceptions of service quality, satisfaction, and behavioral intentions. As the DID values in Table 1 , Panel A, show, service quality and satisfaction perceptions differed significantly between new and existing customers and are positive as a consequence of the remodeling, in support of H 1a and H 1b . However, there is no significant difference between new and existing customer ratings for behavioral intentions after the remodel. New customers were no more likely to spread positive word of mouth and remain loyal to the service provider in response to the improvements in the servicescape than were existing customers. Therefore, H 1c is not supported.
Differences in Sales Responses for New and Existing Customers
In Study 1, we are able to categorize aggregate sales on the basis of the classification of customers as new or existing. Therefore, we can test whether store sales performance varies before versus after the remodel among new and existing customers. We predicted that the store remodel would improve sales among both groups of customers but 
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would have a stronger effect among new customers; to test this hypothesis, we compared three months of aggregate weekly sales data in the pretest period with three months of aggregate weekly sales data in the posttest period. Average weekly sales increased significantly for both new (pretest M = 6,013, SE = 121.9; posttest M = 8,258, SE = 132.6; t = 12.5, p < .00) and existing (pretest M = 10,940, SE = 126.7; posttest M = 12,310, SE = 154.9, t = 6.5, p < .00) customers. Remodeling the servicescape had a positive impact on store sales performance for both customer groups, at least in the three months after the remodeling. A key question is whether this increase in sales is greater for new versus existing customers. We used a regression model for this analysis such that we regressed the log of the ratio of weekly sales for new customers relative to existing customers on a dummy variable that captured the time period after the remodel, as follows:
where R t = 0 before the remodel and R t = 1 after the remodel, for weeks t = 1, 2, ..., 24 (i.e., 12 weeks before and 12 weeks after remodel). If b = 0, there is no relative difference between new and existing customer sales after the remodel. If b > 0, sales for new customers relative to existing customers increase after the remodel. As b = .20 (t = 7.04, p = .000), the ratio of sales for new customers compared with existing customers was significantly higher in the period after the servicescape remodeling. 2 Thus, we found support for H 2 because the store remodel increased sales significantly more for new customers than for existing customers. The average weekly sales increase was 13% among existing customers in the three months subsequent to the remodel, whereas the increase for new customers was 37%, underscoring the substantial financial benefits associated with remodeling the servicescape for new customers in particular.
Time Period Effects on New and Existing Customers' Psychological Responses
Thus far, our analysis has distinguished new and existing customers without reference to time periods. Yet we also predicted that new customers' responses to the remodel would persist over time, whereas existing customers' responses would decline. Therefore, we compared the findings of the combined pretest survey (before remodel) and control group survey in T 2 with the results from the followup survey (12 months after remodel). With this analysis, we determined that existing customers' servicescape perceptions and psychological responses 12 months after the remodel were not significantly different from the responses before the remodel (existing customers' Wilks' lambda = .998, F 6,472 = .14, p = .99). In contrast, new customers' servicescape perceptions and psychological responses were still significantly higher at 12 months later compared with the pretest (new customers' Wilks' lambda = .933, F 6,472 = 5.67, p = .00). Thus, we confirmed that new customers maintained their positive reaction to the remodel for up to 12 months, whereas existing customers' reactions returned to their preremodel levels, in support of H 3a -H 3c .
To examine these differences across all three time periods in more detail, we depict the means of the servicescape attributes and psychological response measures across T 1 through T 3 for new, existing, and all customers in Figure 1 . Panels A-E show that new customers' perceptions of atmosphere, layout, physical environment quality, service quality, and satisfaction declined only slightly 12 months after the remodel. Moreover, new customers' positive perceptions of behavioral intentions did not change across the two postremodel time periods. That is, as late as 12 months after the remodel, a new customer entering the store expressed a reaction similar to that of new customers who entered soon after the remodel was completed. In contrast, existing customers' responses returned to the same levels observed before the remodel occurred. The positive shortterm effects of remodeling thus did not persist into the long run for existing customers. Table 1 , Panel B, contrasts the mean evaluations between the control store (in T 1 and T 2 ) and the treatment store in the second posttest period (T 3 ). Consistent with Figure 1 , we observe that evaluations for existing customers in the remodeled store 12 months after the servicescape change are very close to those for the original store, a "return to normal." In contrast, all the evaluations for new customers remain higher in the remodeled store. Indeed, the DID values in the penultimate column of Table 1 , Panel B, are all significantly positive, even for behavioral intentions. Nevertheless, there is a slight decline in five of the six construct evaluations for new customers from T 2 to T 3 , so the last column of Table 1 , Panel B, compares the DID values across these two time periods (labeled DID T2-T3 ). Here, we observe that for atmosphere through satisfaction, the DID values did not change significantly from T 2 to T 3 , meaning that the positive difference between new and existing customers is maintained in the long run. For behavioral intentions, whereas the DID was not significant in T 2 , it is significant in T 3 , so DID T2-T3 is significantly different. Behavioral intentions remain high at T 3 for new customers, but they drop back to the preremodel levels for existing customers.
Thus, in further support of H 3a -H 3c , the positive shortterm difference between new and existing customers' psychological responses as a result of the improved servicescape was maintained in the long run. In contrast, the effect of the remodel diminished to preremodel levels between the 6-week and 12-month periods for existing customers.
Effect of Time on New and Existing Customer Sales
Previously, we considered only the short-term effect of store remodeling on sales; next, we investigate whether this effect persists in the long run. In H 4 , we predicted that the positive effect of remodeling on sales would continue for new customers but would decline in strength for existing customers. In Figure 2 , we represent the effects graphically, indexed against a baseline period (i.e., 12 weeks before remodel). After the initial postremodel sales increase, new 
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customer sales remained high over time compared with the baseline period. Existing customer sales also showed an initial increase, which declined as the time horizon grew longer. Figure 2 also provides the relative sales figures for all customers. Existing customers account for approximately 65% of total sales such that the pattern of sales for all customers appeared similar to that for existing customers. This finding is consistent with Brüggen, Foubert, and Gremler's (2011) description of short-term gains followed by declines. However, when we separate out new customers, we find a much stronger positive reaction to the remodel, and the effect is immediate. For a formal examination of the time-series sales data, we need a regression model to regress the log of the ratio of sales to new customers relative to existing customers on a dummy variable that captures the time period after the servicescape remodel. Therefore, we segmented sales data after the remodel (i.e., posttest sales) into quarters, using four dummy variables (Q j post , j = 1, …, 4) such that each quarter is represented by approximately 12 weeks of aggregate sales data. Then, Q 1 post provided a baseline variable for comparison against all other quarters. The regression model is as follows 3 : where R t = 0 before the remodel and R t = 1 after the remodel for t = 1, 2, …, 62. By including 62 weeks of sales data (12 weeks pretest, 50 weeks posttest), we provide a long-term view of the impact of store remodeling on sales. According to the regression results, the ratio of sales for new versus existing customers was significantly higher in the period after the remodel (b = .20; t = 7.83, p = .00). Next, we examined the quarterly sales data and found that in Q 2 post (d 1 = .022, t = .66, p = .51), the ratio of new to existing customer sales did not differ significantly from the parallel ratio calculated for Q 1 post . However, in Q 3 post (d 2 = .155, t = 6.06, p = .00) and Q 4 post (d 3 = .229, t = 9.31, p = .00), the ratios grew significantly higher than that in Q 1 post , in accordance with the pattern in Figure 2 . Over time, the sales increases attributed to the store remodel for existing customers diminish relative to those achieved with new customers. Therefore, the results of Study 1 support H 4 .
Study 2
Research Setting and Study Design
Our second field experiment featured a large department store located in a major metropolitan city. The retailer (which wished to remain anonymous) operates many stores in this market, with combined annual sales of more than $3 billion. The assortment of products the store carries includes men's and women's fashion, cosmetics, fragrances and personal care, children's clothing and toys, housewares, and electrical items. The particular retail store we study has .8
3 We also included a dummy variable for the Christmas/New Year period, when sales tend to be higher. a total floor size of more than 300,000 square feet and is located in a major shopping mall. As is the case for our first retailer, the store environment of each department store differs considerably depending on the year the store was designed and built as well as the shopping or strip mall in which it is located. For example, some stores occupy a single level; others are designed across two, three, or even as many as seven levels. The store environment is not standardized, as is the case for Costco and IKEA, for example. Thus, experience with one store environment does not necessarily make a customer an expert at another store operated by our department store retailer. We thus consider each new customer to our focal store a novice customer. The research design used a pretest/posttest, within-subject field experiment with treatment and control groups. Unlike Study 1, in Study 2 we focus on only sales as the outcome measure. Initially in Study 2, we intend to replicate the sales results of Study 1 using aggregate monthly sales data for new and existing customers. In addition, because we can track the same people over a long time period, we extend the analysis of Study 1 to examine changes in customer spending, store visits, and demographic profile before and after the remodel.
Original and Remodeled Store
The retailer identified a store in particular need of remodeling. Its aging facilities included worn flooring and furniture, poor lighting, outdated fixtures and fittings, dated colors and designs, and poor energy efficiency. The retailer embarked on a major remodel of this store, incorporating new lighting and floor coverings; upgrading the fitting rooms, the parents' room, and employee areas; redesigning the store layout, decor, and furniture; redecorating and repainting walls and ceilings; remodeling kiosks, fixtures, and fittings; and retrofitting all heating and air conditioning systems. The remodel brought this store up to the standard of its flagship store, which aimed to capture the glamor of the Galeries Lafayette department store in Paris, Harrods in London, or New York's Saks Fifth Avenue. The remodel took eight months, during which time some sections of the store were closed to shoppers (using partitions), and considerable noise, smell, and dust resulted from the remodel.
To account for external factors such as seasonality, advertising, and promotions, which were common across all stores, we selected another of the retailer's department stores in a comparable suburb as a control store. The retailer recommended this comparison choice because of its proximity to the treatment store and the similarity of its catchment area customers to the treatment store. The control store operated as normal throughout the time the treatment store was being remodeled. Moreover, it carried a nearly identical product line to the postremodel treatment store and was similar in customer profile, floor area size, layout, design, and monthly sales. The control store was in a similar condition to the treatment store before the remodel. It had not been remodeled, and there were no modifications to its servicescape during the period in which we collected data for the treatment store.
Measures
The department store retailer operates a loyalty program (LP), and more than 70% of its sales are to LP members. At the point of purchase, employees ask customers for their loyalty card, so almost all purchases by LP members are likely captured in the LP database. Customers who are not already LP members are strongly encouraged to join when they make their first purchase at one of the retailer's stores. The retailer provided the entire purchase history of every LP member in both the treatment and the control stores for 12 months before the remodeling, 8 months during the remodeling, and 12 months after the remodeling. That is, we have individual-level sales data for all LP members, including those who joined partway through the study period (i.e., new customers). These panel data enable us to calculate, for example, average sales and visit frequency for each LP member, which cannot be done with the data from Study 1.
To maintain the confidentiality of the sales figures, we do not report the exact sales amount and instead report relative sales. The number of sales transactions is substantial, more than 2 million transactions in each store, and they include approximately 50,000 unique customers over the nearly three-year period. The study data thus are not a sample of transactions; instead, they are a census of all sales transactions between May 2010 and December 2012.
Results
For consistency with Study 1, we compare sales for new and existing customers before and after the remodel. In the 12-month preremodel period (May 2010-April 2011), we defined new customers as those who joined the LP at some point during that time and made at least one purchase in that year. Approximately 10% of total sales (by dollar amounts) came from new customers during this period. A customer cannot stay new (as noted in Study 1), so we designate these customers as existing at the point at which the remodel began: May 1, 2011. During the remodeling period (May-December 2011), more customers joined the LP and made purchases; we designated them new customers for this period but existing customers for the postremodel period, which began January 1, 2012. Finally, customers who joined the LP after January 2012 (through December 2012) represented the group of new customers in the postremodel period. Customers shopping in the control store were defined similarly as new or existing across the three time periods. Using these definitions across time, we have six customer panels corresponding to three time periods and two levels of "newness" (new or existing).
Figure 3 is comparable to Figure 2 ; we constructed it by obtaining the average monthly sales for new and existing customers for the one-year preremodel period and then used these averages as the benchmark for the remodel and postremodel periods. Accordingly, we took the ratio of the remodel and postremodel monthly sales to the average monthly sales in the preremodel period (separately for the treatment and control stores). In addition, we calculated the ratio of standardized sales figures across the treatment and control stores to eliminate seasonal, advertising, or other effects common to both stores (analogous to taking DID
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Hypotheses tests. Because we have only sales data in Study 2, we can only test H 2 and H 4 . During the remodeling period, new customers bought noticeably less than they did in the preremodel period. Existing customers also exhibited lower sales rates during the remodel, but this decrease was less substantial. The noise, inconvenience, and reduced product range in the treatment store likely had negative impacts on sales during the remodel. However, after it was finished, the picture changed radically. Existing customers spent, on average, 10% more in the 12 months after the remodel than they did before, and the increase was reasonably constant across the 12-month postremodel period. New customers exhibited an average of 44% higher sales in the 12 months after the remodel (independent sample t-test comparing 10% and 44% indicated t = 7.76, p = .00). That is, the store remodel significantly increased sales among both new and existing customers, but the increase was much higher for new than for existing customers. Thus, Study 2 reconfirms H 2 .
With regard to whether the positive effect of remodeling on sales lasted among new and existing customers, Figure 3 illustrates that the increase in sales for new customers was not short-lived. Between 7 and 12 months after the remodeling, relative sales to new customers were 45% higher than in the preremodel period, whereas relative sales to existing customers continued to be 14% higher. These findings offer partial support for H 4 , in that new customer sales significantly exceeded those for existing customers (t = 5.87, p = .00); however, the initial increase in sales for existing customers did not decline in the long run in this study.
Purchase behavior. Because we have individual-level data over time, it is possible to derive purchase behavior characteristics that provide insight into the underlying reasons for the larger increase in sales for new customers. First, we found that the proportion of (distinct) new customers in the treatment store is 13% before the remodel and 17% afterward. Thus, the mix of customers is weighted slightly more toward new customers after the remodel. In contrast, the proportion of new customers for the control store is consistently 10% for the corresponding time periods. This finding gives some indication that potential new customers may be "holding back" from purchasing at the treatment store during the remodel, waiting until the remodel is complete. Second, Table 2 , Panel A, shows that whereas the number of store visits after the remodel rises by only 2% for existing customers, the increase in new customers is much higher, at 16%. Third, new customers exhibit a greater increase in their spending amount per shopping trip (14% for new and 7% for existing customers).
New customers
Existing customers All customers Finally, Table 2 , Panel B, contrasts the gender and age profile for new and existing customers, and Table 2 , Panel C, does the same for customer life stage. 4 Although there are no differences between new and existing customers in regard to gender after the store is remodeled, we note that new customers are older and at a life stage of being older couples or singles without children or in a family with children. Thus, the change in profile for new customers tends to come from age groups that likely have higher disposable income and is reflected in their higher spend per shopping trip and more shopping trips subsequent to their first visit. In contrast, existing customers exhibit almost no relative change in demographic or lifestyle profile.
FIGURE 3 Relative Sales for New, Existing, and All Customers of a Large Department Store
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General Discussion
Key Findings
It is vital that retail firms understand how remodeling stores' servicescapes influences customer perceptions and purchase behavior. Indeed, there is a dearth of research linking servicescape remodeling to customer attitudes, intentions, and sales. Brüggen, Foubert, and Gremler (2011) find that customer responses to store remodeling, including average customer spending, increase as a result but note that these effects diminish in the long run. Whereas Brüggen, Foubert, and Gremler consider the effects of remodeling on all customers, we advance research and make a novel contribution by examining (1) whether new and existing customers exhibit different responses to store remodeling, (2) whether these differences are maintained over time, and (3) the mechanisms underlying the differences between new and existing customers. We next discuss our findings relative to these contributions. In addition, Table 3 summarizes our findings and provides a framework for our general discussion.
Psychological and sales responses in the short run. In Study 1, we found that, for all customers, remodeling enhances perceptions of not only the servicescape itself but also psychological responses and purchase behavior. With regard to the differences between existing and new customers, we reveal that after the store remodel, new customer perceptions of the retail environment-including its atmosphere and layout-were much higher than the parallel perceptions of existing customers. In addition, after store remodeling, new customers perceived significantly greater service quality and higher levels of customer satisfaction. However, we found no differences with respect to behavioral intentions in the short run (though this finding becomes significant in the long run). Studies 1 and 2 demonstrate that sales to all customers increased significantly after the store remodel. As we detail in Table 3 , these increases ranged from 13% to 19%. In this case as well, the difference between existing and new customers was dramatic. Across the two studies, existing customer sales increased by only 7%-10% relative to the preremodel period, but new customer sales increased by 43%-44%.
Psychological and sales responses in the long run.
Study 1 measured customers' short-and long-term psychological responses to the remodel. These results show that both new and existing customer perceptions of satisfaction, service quality, and behavioral intentions increase shortly after the remodel but then begin to decline as the time horizon extends to 12 months. Moreover, new customer perceptions are consistently (and significantly) higher than those of existing customers even 12 months after the remodel. a The scores are relative; they are the ratio of the percentage of women that visit the remodeled store compared with the percentage before the remodel. They are relativized against the control store. A relative score of 1 indicates no relative change after the remodel. Notes: DINK = dual income, no kids; SINK = single income, no kids.
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In regard to sales, Study 1 shows that existing customer sales increase by 8% on average over the first six months; however, in the following six months, the average increase drops to 5%. For new customers, the large initial sales increase of 42% remains, holding steady at 44% between 7 and 12 months after remodel. In Study 2, new customers maintain their sales increase in the long run (44% shortterm increase and 45% long-term increase). Yet in contrast to Study 1, we observe in Study 2 that the elevated sales levels remained even for existing customers (7% in the short run and 14% in the long run), albeit at a much lower level than for new customers. Our finding that psychological and sales responses increase immediately after remodel matches Brüggen, Foubert, and Gremler's (2011) results. However, we also find that the initial increase in psychological and sales responses begins to decline in the long run only among existing customers. No such long-term decline occurs among new customers, who instead maintain the shortterm increase for at least a year. The likely reason for this difference is that Brüggen, Foubert, and Gremler examine a fast-food retailer, for which the proportion of new customers is likely small, whereas it is much larger for our two retailers.
We also find in Study 1 that the initial increase in sales response for existing customers begins to decline in the long run, whereas existing customer sales do not decline in Study 2. This result may be due to contextual differences because our department store offers a wide range of products spread over multiple levels within the store. This physical structure may prolong the effect of remodeling on existing customer sales because it is possible for an existing customer to visit, for example, the cosmetics department located on the ground floor on one visit, the clothing department on level 2 on another visit, and the electronics department on level 3 on a subsequent visit. Each visit is tantamount to a new experience of the store's overall remodeling effort, thereby sustaining the impact of the remodel for a longer period of time. In the case of our equipment retailer, the store is compact, so an existing customer would experience the entire remodeled store in just one visit.
Mechanisms underlying the differences between new and existing customers. We also examine underlying reasons for the increase in sales for new customers relative to existing customers in Study 2. More new customers visit the remodeled department store, as Table 3 shows; indeed, the proportion of new customers in the remodeled store increased from 13% to 17%. Moreover, they come more often: store visits are 16% higher for new customers compared with only a 2% increase for existing customers. All customers increased their spending levels after the remodel, but the increase was greater for new customers (14% vs. 
TABLE 3 Summary of Research Findings for Store Remodeling Studies
7%). The primary reason for these differences seems to be a change in the demographic profile of new customers, who tend to be older and likely have more disposable income. In contrast, the demographic profile of existing customers changes very little.
Theoretical Implications
From a theoretical perspective, our findings are underpinned by the belief-adjustment model (Hogarth and Einhorn 1992) , which predicts that customers' perceptions of the remodeled store are updated through an anchoring and adjustment process whereby prior perceptions form an anchor that is adjusted in response to the remodeling effort. In essence, the remodeled store acts as a source of new information that customers then assimilate into future beliefs. A key extension of belief adjustment, relevant to our setting, is the differential effect on new and existing customers. Previous empirical research by Kaustia, Alho, and Puttonen (2008) shows that experts (existing customers) adjust their beliefs less than novices (new customers) when presented with new information.
After a store is remodeled, existing customers have a prior anchor, but new customers do not. Drawing on attribute knowledge theory (Alba and Hutchinson 1987) , new customers rely more on physical or descriptive attribute information than existing customers when making inferences about the retail experience (Cowley and Mitchell 2005; Mitchell and Dacin 1996) . Because new customers anchor their perceptions of the remodeled store on the enhanced servicescape, their anchor point should be higher than for existing customers. A further consequence of belief adjustment is that over time, existing customers should revert to their perceptions of the store before its remodel. However, new customers, having a higher initial anchor, will sustain their higher perceptions.
Figures 1 and 2 illustrate how new customers slow the overall rate of decline in psychological and sales responses. Existing customers' store perceptions and sales rise in the short run (T 2 ) and then decline over the long run (T 3 ) to levels near those observed in the preremodel period (T 1 ). Across all customers, the decline pattern still occurs, but at a much slower rate, which reflects the weighted average of existing and new customers. Thus, determining the effects of store remodeling requires more than a straightforward application of belief-adjustment theory. Theories about how new customers use attribute knowledge (e.g., a store's physical environment) also determine these effects. In our studies, the effects predicted by belief-adjustment theory are attenuated by the effect of new customers, as predicted by attribute knowledge theory.
An additional outcome of our studies is the long-term effects of remodeling. Almost all prior research on belief adjustment has examined short-term situations, but we extend this theory to the long run. Here, we find that existing customers in Study 1 conform to belief adjustment with respect to psychological responses and sales, which initially rise after remodeling but subsequently return to their previous levels. However, in Study 2, the initial increase in sales for existing customers persists 12 months later (most likely due to the department store context, as previously discussed), although at a much lower level than for new customers. What is consistent across both studies is that the difference between new and existing customers endures from the short to the long run.
Managerial Implications
The observation that new and existing customers react very differently to store remodeling is more than a mere curiosity. At any point, firms interact with a mix of existing and new customers. These two customer groups need to be managed differently, which presents firms with challenges, as Avery et al. (2012) highlight for offline/online retail channel management. This observation also has important financial implications.
The incremental increase in dollar sales after remodel in Study 1 amounted to 19% of baseline sales before the remodel. The proportion of this increment attributable to new customers was 82%. That is, new customers averaged only 41% of total sales in any one month, but they accounted for 82% of the increase in sales after the remodel. In Study 2, 31% of the increase in store sales came from new customers, but they accounted for only 10% of all sales across the entire study period. 5 In this sense, new customers are "punching above their weight," in that they represent a disproportionately high percentage of the sales increment. Sales growth from store remodeling is disproportionately high for new rather than existing customers, which has led at least one industry expert to question the mantra that it is better to focus on customer retention rather than acquisition (Lemberg 2013). Several seminal marketing studies have demonstrated the benefits of focusing on customer retention because the expense of acquiring new customers is much greater (e.g., Reinartz, Thomas, and Kumar 2005 ). Yet store remodeling seems much better suited to customer acquisition. As Table 3 shows, sales increases for existing customers are a modest 7%-10%, but the increases for new customers are much higher, at 43%-44%. Moreover, these differential effects last for at least a year (and probably longer). Even more encouraging is our finding that revisits by new customers increase by 16% after they first visit a remodeled store.
With the knowledge that new customers offer stronger sales growth potential and higher revisit rates, retail managers thus need effective ways to gain advantage from store remodeling, which is often viewed as a high-expense operation that causes disruption and offers uncertain benefits (Avis 2013; Brüggen, Foubert, and Gremler 2011) . After remodeling, managers should emphasize the remodeled store to consumers who have not visited previously as well as to infrequent customers. For example, direct mail or flyer drops in the remodeled store's catchment area and local area advertising (e.g., community newspapers) should not only announce the remodel but also feature coupons or
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5 Although 82% and 31% are large differences in absolute terms, they are not so different when considered in relative terms. For Study 1, the ratio of the sales increment attributable to new customers to overall sales to new customers is 82/41 = 2. For Study 2, the same ratio is 31/10 = 3, which is not that different from Study 1.
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vouchers to encourage visits (although deep discounting should be avoided to discourage "cherry picking" new customers). A retailer's LP database can identify infrequent or lapsed customers (who should also be receptive to the effects of remodeling) and contact them through postcards, e-mail, or telephone to alert them to changes in the store. Again, vouchers or customized promotions could help incentivize infrequent customers to experience the remodeled store.
However, store remodeling also comes at a price, so managers must weigh the benefits against the costs. In Study 1, the cost of the remodel was $52,000, but total sales increased by 19% in the year after remodeling, which was sufficient to completely recover the cost within that year. In Study 2, the cost of the department store remodel was much higher, at $7 million, but sales increased by 12.9% in the subsequent year. Even if that sales increment dropped by half in the second year, the full cost would be recouped within those two years. 6 On average, stores are remodeled every seven to ten years (Weitzel 2010) , so the return on investment has the potential to be substantial. 7 These encouraging return on investment figures should prompt managers to view store remodeling as a strategic marketing investment rather than a necessity to endure every decade.
Another common marketing investment is in LPs (Liu 2007) ; annual U.S. spending on these programs exceeds $1.2 billion (Wagner, Hennig-Thurau, and Rudolph 2009) . Such efforts are attempts to retain customers by developing a relationship with them through frequent contacts, tailored discounts, new product promotions, and rewards for purchases. However, previous findings indicate that these LP customers may actually be indifferent to store remodeling because they frequently shop at the store anyway, so any initial sales increase likely will be short-lived (Brüggen, Foubert, and Gremler 2011) . However, our findings, particularly in Study 2, indicate that even loyal customers increase their purchases after a store remodel, even if the increase is smaller than that for new or infrequent customers.
Limitations and Further Research
We designed our field experiments to achieve high internal and external validity, but they still suffer some limitations that invite further research. First, we cannot draw definitive causal inferences, because Studies 1 and 2 are quasi-experiments (Shadish, Cook, and Campbell 2002) . Second, conducting experiments in the field reduced the length of time that we could run the experiment; it might have been beneficial to continue observing psychological and sales responses for more than a year after the remodel. However, this extension was not practical, considering the real-world setting for both experiments and the limitations imposed by the retailers. Third, the specific retail contexts of our studies might have affected the findings, though we examine two very different retail environments in terms of their sizes, complexity, and product offerings and still find largely consistent results. Thus, we speculate that other retailers and service providers may achieve similar effects; our two retailers represent small and large retailers operating in shopping centers, malls, and strip centers across the United States. Fourth, we examined new and existing customers and major remodeling efforts; additional studies could examine whether these effects hold for different customer groups or discrete remodeling changes. Fifth, we used a combination of cross-sectional and panel data to validate our findings. With the between-subjects design of Study 1, we could access new customers both before and after the remodel as well as 12 months later. Thus, we could not classify the same customer as new in the pre-and postremodeling periods, and we needed cross-sectional samples. In Study 2, we used the panel feature of individual-level data to examine our findings across time for the same people such that we validated and extended the results of our previous analyses. We hope continued efforts replicate this panel data analysis.
There are many additional possibilities for further research. They include (1) linking sales of individual customers to their store attribute evaluations to determine the most important servicescape elements to improve, (2) incorporating employee perceptions of the store before and after remodeling to assess their impact on customer perceptions and sales, and (3) looking for possible attrition effects whereby existing customers may be "turned off" the store completely because of the inconvenience of the remodel. This study has examined the effect of servicescape remodeling on customers' psychological responses and retail sales performance. Our finding that remodeling enhances perceptions of the servicescape and customers' perceptions and behaviors is of fundamental importance to retailers. We also show that the responses differ substantially for new and existing customers. Specifically, servicescape improvement enhances new and existing customers' perceptions and behavior, but the effect is stronger for new customers. The influence of the remodeled environment also remains salient for new customers but decreases in strength for existing customers. Remodeling the servicescape improves overall sales performance, but the increase is significantly greater for new customers than for existing customers. In the long run, the sales increase is sustained for new customers but largely weakens for existing customers, indicating that remodeling can achieve stronger sales growth when marketing efforts focus on new rather than existing customers. These findings alter what we know about how servicescape remodeling influences perceptions and sales across time for new and existing customers.
APPENDIX Scale Items and Psychometric Properties for Study 1 Parameter Estimate
Servicescape/Manipulation Constructs
Atmosphere (a = .94, CR = .94, AVE = .76)
•The atmosphere at this store is pleasing. .84* •This store has an appealing atmosphere. .87* •The level of noise at this store is appropriate for this setting.
.88* •The lighting in this store is appropriate for this setting.
.88* •The music played in this store was appropriate.
.90* Layout (a = .94, CR = .94, AVE = .76)
•The furniture at this store is comfortable. .73* •I like the interior decorating (e.g., style of furniture) at this store.
.87* •I like the layout of this store.
.90* •The store is kept clean.
.91* •The store looks attractive.
.91* •The interior of the store was appealing.
.89* Physical Environment Quality (a = .96, CR = .96, AVE = .89)
•I believe the physical environment at the store is excellent. .97* •I am impressed with the quality of the store's physical environment.
.98* •The physical environment at the store is of a high standard.
.88*
Psychological Responses
Service Quality (a = .96, CR = .96, AVE = .88)
•I believe this firm offers service that is superior in every way.
.95* •The quality of the service provided by this firm is impressive.
.95* •The service provided by this firm is of a high standard.
.92* Customer Satisfaction (a = .97, CR = .97, AVE = .95)
•I am satisfied with this firm. .98* •I am satisfied with the experience I had at this firm.
.97* Behavioral Intentions (a = .97, CR = .98, AVE = .95)
•If I had to find this type of service provider again, I would want to come to the same store. .97* •I would consider this store as my first choice for this type of service.
.95* •I have said positive things about this firm to my family and friends.
.93*
